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Francisco Aguilar is freezing. His apartment is so cold he leaves blankets everywhere, dresses in heavy layers and stuffs clothing around his windows as insulation. The packing tape and silicone he used to seal drafty spots have done little to help, and a space heater spikes his electricity bill by about $100 per month.
Aguilar, 42, has been waiting three years for his landlord to upgrade the windows in the East York building where he lives.
When the landlord, CAPREIT, said in September that rent was going up above the yearly amount permitted under provincial rent-control guidelines, Aguilar had reached his limit.
“I’ve been refusing. I said, ‘No, we’re in a pandemic. I’m paying the regular rent.’ ”
It was the second time in five years that CAPREIT, one of Canada’s largest owners of rental housing with almost 58,000 units, had applied to the Ontario Landlord and Tenant Board for an above-guideline increase (AGI) on 2 Park Vista.
An AGI allows landlords to raise the rent above guidelines and pass along the cost of certain capital repairs to tenants. In the case of Aguilar’s building, the landlord wants to recover the cost of a lighting retrofit, asphalt work and a new boiler.
“So I’m thinking, I’m paying for your expenses — everyone in the building is — and on top of that, I’m still freezing,” Aguilar said.
He decided to keep paying his monthly rent, around $1,400, but withhold the extra amount of the AGI. He now owes about $190 that he is refusing to pay until his windows are fixed.
Rent control guidelines in Ontario are tied to the rate of inflation and between 2015 and 2020, the maximum permitted increase each year ranged between 1.5 and 2.2 per cent. The government announced a rent freeze for 2021, but that doesn’t apply to AGIs, which can permit additional increases of up to three per cent per year over three years, up to nine per cent in total.
Even before the latest AGI, Aguilar’s rent had gone up 15 per cent since 2015.
According to copies of rent rolls for his building obtained by the Star, average rents in the 121-unit building went up 28 per cent between 2015 and 2020. Most of the increases have been in the range of 14 to 22 per cent, but for more than 20 units, rent went up by more than 50 per cent in five years.
Danny Roth, a spokesperson for CAPREIT, declined to comment specifically on Aguilar’s situation, citing tenant privacy. “Rest assured that we are looking into the claims you have brought forward and will ensure that these issues are discussed directly with the resident by our professional management team.”
Over the past two decades, large corporate landlords with pools of capital to invest have bought up swaths of Canada’s modest-rent housing stock and Aguilar’s apartment building stands as one example of the result.
Affordable housing advocates are concerned that these landlords, which are driven by the imperative of high returns for their investors, methodically seek higher revenue and lower costs. That means hiking rents within rent control guidelines and beyond using AGIs — which might authorize increases for new carpets in the hallways, replacing numbers on doors or upgrading the lobby — while slowly attending to basic repairs on tenants’ units.
As rental housing has become a new and lucrative financial asset class, it has helped push existing affordable units into unaffordable territory. And while all of this comes as the government commits billions of dollars to housing, critics say favourable tax treatment and the financial support of a Crown corporation, the Canada Mortgage and Housing Corp. (CMHC), play a major role in propping up a sector that is increasingly pricing low- and moderate-income people out of the rental market.
Maryanna Lewyckyj is president of the Park Vista Tenants’ Association, which represents Aguilar’s building along with three others. She said the landlord’s priority is to take care of its shareholders. “It’s harder to get work done, because every dime that goes into repairs is not a dime that’s going to investors.
One unit in Aguilar’s building saw the rent go up to $1,950 from $1,002.96, an increase of 94 per cent between 2015 and 2020. That apartment, like others that saw the largest increases, was occupied by a different resident in 2020, confirming that the fastest path to higher rents is new tenancies. Landlords can charge new tenants whatever they’re willing to pay — rent control guidelines do not apply.
That’s also why Aguilar, who earns about $43,000 per year, won’t leave — despite his problems with CAPREIT.
“I’m afraid if I move from here, I’m just going somewhere that will be even higher. That’s what these people do. They want you to leave, so they can raise the price higher for another tenant.”
***
CAPREIT’s full name is Canadian Apartment Properties Real Estate Investment Trust. Real estate investment trusts (REITs) get special tax treatment: as long as they earn a certain portion of revenue from rental income and pass along their annual income to their investors, they pay no Canadian income tax. REITs and other large financial players such as private equity and pension funds, have recently become some of Canada’s biggest landlords.
Martine August, assistant professor at the University of Waterloo’s School of Planning, documented the rise of what she calls “financialized” rental owners in a 2020 paper. Her research showed that REITs alone went from owning zero units in 1996 to almost 165,000 suites in 2017, about 10 per cent of the country’s multi-family housing stock at the time.
Roth said in a statement that CAPREIT and its “colleagues in the rental sector, particularly those that operate as a (REIT), know that the welfare of tenants and the welfare of shareholders are inherently aligned.”
He added that while REITs own only a “modest fraction” of Canadian rental housing units (he estimated that the seven largest REITs together own five per cent of rental stock), CAPREIT and other players create value by investing in the apartment sector and recognizing the need to “both improve aging rental stock and add new inventory to an undersupplied market.”
Roth said CAPREIT’s commitment to “reinvest in the apartment sector” benefits tenants, the company and its investors.
August found that the rise of financialization in multi-family buildings was primarily driven by homegrown firms that consolidated existing rental housing stock, typically constructed in the 1960s and 1970s. While those units rent for more reasonable rates than newer condos, the business model is built on boosting rents, August said. “That’s the biggest way that these firms can generate greater returns for their shareholders.”
Over time, the profile of those shareholders has also shifted. As she noted in her research, when Minto REIT launched in 2018, it found that 80 per cent of its investors were large institutions, a reversal of the situation in the early days of REITs, when individual or “retail” investors held most of the stock.
Large, financialized landlords are also major users of AGIs: in a report published last month, August and co-author Philip Zigman found financialized landlords were responsible for 46 per cent of AGIs filed in Toronto from 2012 to 2019. CAPREIT led the way, filing 115 AGIs that affected 22,600 units.
In a 2017 report, CAPREIT told investors it pursues above-guideline rent increases “in line with its focus to maximize average monthly rents.” That practice appears to continue to this day.
In late February, CAPREIT said in its annual report that, despite the pandemic, operating revenue increased 13 per cent in 2020, due in part to “a solid increase in average monthly rents.” It attributed growth in rents in part to “significant rental increases on turnover” in the Ontario market as well as increases in rent renewals “due to AGIs achieved in Ontario.”
Financialized ownership of rental properties is a good investment, August said. “It’s proven to be very good in COVID as well. But just because it’s generating good returns, doesn’t mean it’s achieving the social objectives we might think governments should have.
“I think most people believe housing should be treated as a home and not as a financial asset.”
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About 30 per cent of Canadians rely on rental housing and the rise in financialized ownership of rental stock has now collided with the effects of the COVID-19 pandemic. In Toronto, which is home to a disproportionate number of low-paid workers in the hospitality and service industries, 11 per cent of renters were in arrears last fall, according to CMHC, the highest rate in the country.
“The homelessness, encampments, discrimination against people based on their housing status, affordability issues, evictions…We are in a housing crisis, there is no doubt about that,” said Leilani Farha, a Canadian lawyer, global director of housing rights group The Shift, and former UN Special Rapporteur on the Right to Housing.
Now, anti-poverty group ACORN Canada is calling on the federal government to end the tax treatment REITs enjoy. (Lewyckyj and Aguilar are both ACORN members.) The group also wants the CMHC to create a fund to help support the acquisition of modest-rent properties by non-profits, co-ops and land trust organizations.
“In the middle of a pandemic, they have the audacity to put through more AGIs. How come?” said ACORN leader Alejandra Ruiz Vargas. “REITs are good for (their investors). They’re not good for low-income people.”
The federal government knows affordable housing is an urgent issue and in 2017 it launched a major national housing strategy. By last fall, it said the 10-year project would invest more than $70 billion and result in 125,000 new affordable housing units.
But Steve Pomeroy, a housing policy researcher and senior research fellow for the Centre for Urban Research and Education at Carleton University, says the country is losing affordable units at a much faster pace.
He points to census data showing that units that rent for less than $750 per month, which is 30 per cent of gross income for someone earning $30,000, declined by 322,000 between 2011 and 2016.
Pomeroy credits that loss to the rise of financialized landlords as well as city planning policies that have encouraged density in urban areas, leading to older housing stock being razed to make way for tall condo towers.
While landlords have always been driven by profit, Pomeroy said smaller players in the past generally made a modest profit and “in most cases ran a fair business.”
“With the excess amount of capital floating around and finding a place to park itself, it’s created this new phenomenon of commodifying housing and trying to generate as much yield as they can off the rents,” he said. “What we would define as affordable property, they identify as an underperforming asset.”
Meanwhile, access to cheap credit, facilitated in part by mortgages insured by CMHC, has helped financial players borrow huge amounts to acquire thousands of rental units with less of their own money.
CAPREIT said in its annual report that, as a “strategy,” it “leverages CMHC insurance to get access to stable financing at lower interest rates than would be available with conventional mortgage financing or other forms of debt.” It said 98.7 per cent of its mortgages are CMHC-insured.
Pomeroy said this has created a “weird and perverse situation” where the government is touting its long-term investment in affordable units through the national housing strategy, and yet, “on the commercial side, they are aiding and abetting the purchase of these assets by providing low-rate financing.”
ACORN wants the government to stop CMHC from providing mortgage insurance to large landlords. “It’s shameful that the CMHC is working with them to approve mortgages when we’re in the worst crisis that Canada has seen,” said Ruiz Vargas.
For its part, CAPREIT said it supports individuals and organizations that advocate on behalf of Canadian renters, but added, “those who continue to perpetuate the false and anachronistic view that the interests of the nation’s professional landlords and its tenants are at cross purposes badly misrepresents the state of the industry.”
Based on an analysis by D.T. Cochrane, a researcher for Canadians for Tax Fairness, ACORN has argued that if CAPREIT was taxed like a normal corporation, it would have paid $425 million in additional taxes since 2010. Cochrane said he based that number on the average effective tax rate Canadian publicly traded companies paid as a percentage of their operating profits, which he found was 8.8 per cent.
“ACORN’s analysis and the suggested characterization of the tax implications of our REIT status, as provided, is inaccurate. The actual tax paid would have been a fraction of ACORN’s estimate if there was a change in tax status,” said Roth.
He said CAPREIT’s investors pay tax on any gains or income they receive (such as dividends known as distributions) and that the corporate structure allows the company to invest in its properties. “This structure allows us to offer strong returns to our investors, facilitates significant contributions to the federal tax base, and allows us to make capital improvements to our communities.” Since 2010, he said, CAPREIT has “invested $1.78 billion in capital improvements across its portfolio, and committed an additional $429 million in repairs and building maintenance.”
The Canada Revenue Agency, and Employment and Social Development Canada, which is the department responsible for the national housing strategy, referred questions for this story to CMHC. The CMHC did not respond to specific questions about ACORN’s demands regarding the tax treatment of REITs, CMHC financing for large landlords, or supporting the purchase of modest-rent properties by non-profit groups.
“As a federal Crown, CMHC consults with and advises the federal government on housing policy. Tax policy is the purview of the Department of Finance. That being said, every person in Canada should have access to safe and affordable housing,” said CMHC spokesperson Angelina Ritacco. She also provided background information on various initiatives, including one aimed at the construction of new rental stock, that are part of the national housing strategy.
The Department of Finance did not comment.
***
“The starting point is to recognize that this will not be solved by bricks and mortar housing policy alone,” said Farha.
Ottawa has recognized that housing is a fundamental human right — that declaration is in legislation the government passed in 2019 — but that’s not reflected in reality, she said. “They have in place a tax scheme, a finance scheme, a housing scheme that absolutely allows for the financialization of housing, which is undermining affordability, which can then lead to evictions and homelessness, all of which are violations of the right to housing.”
Taking human rights seriously could include changes such as allowing for longer tenancies or freezing rent for five years (something tenants have fought for in places like Barcelona and Berlin), Farha said. “It’s a big shift if you see a primacy on affordability, security and adequacy of housing, versus a primacy on building an asset class or supporting the promotion of an asset class.”
Others, such as Pomeroy, say the government should think carefully about the moral implications of allowing CMHC to continue supporting low-cost financing for large landlords. If that was cut off, he said, “it wouldn’t necessarily stop them, but it would slow them down.”
Meanwhile, he said, if you can’t beat them, join them. Like ACORN, Pomeroy says the federal government needs to do more to help non-profits acquire affordable housing stock and keep it that way.
ACORN’s call to change the tax treatment of rental-housing-focused REITs may seem far-fetched. “The problem is the Department of Finance is extremely reluctant to change the tax code for anything,” said Pomeroy.
But stranger things have happened. After all, former finance minister Jim Flaherty famously shocked markets in 2006 when he banned other income trusts apart from REITS from such tax treatment.
In her recent report on above-guideline rent increases, August and her co-author urged the Ontario government to put more restrictions on the practice and at least force landlords who apply for AGIs to show financial need for the hikes. This would address both REITs and other large corporate landlords.
And it’s at the provincial level that much can be done, she said. “Strengthening rent control is a huge piece of the solution. The business model of these firms is based on pushing people out of their homes and driving up rents. If that’s not allowed, it eliminates profitability for these firms.”
2 Park Vista rent comparison
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	Unit
	2015 Rent — 2020 Rent
	$ Change
	 % Change

	98
	$1K$1.95K
	+$947.04
	+94.40%

	61
	$1.09K$2.04K
	+$940.10
	+85.90%

	45
	$1.2K$2.21K
	+$1,013.49
	+84.70%

	93
	$1.01K$1.85K
	+$836.79
	+82.60%

	97
	$1.01K$1.82K
	+$809.50
	+80.40%

	83
	$1.03K$1.8K
	+$770.59
	+74.90%

	99
	$1K$1.75K
	+$748.36
	+74.70%

	34
	$1.23K$2.15K
	+$915.34
	+74.10%

	107
	$979.79$1.71K
	+$725.21
	+74.00%

	22
	$1.26K$2.19K
	+$925.00
	+73.40%

	105
	$986.87$1.68K
	+$688.13
	+69.70%

	51
	$1.17K$1.95K
	+$780.79
	+66.80%

	85
	$1.03K$1.72K
	+$686.88
	+66.80%

	54
	$1.14K$1.9K
	+$758.84
	+66.70%

	65
	$1.08K$1.8K
	+$720.11
	+66.40%

	89
	$1.02K$1.7K
	+$674.88
	+65.90%


SOURCE: RENT ROLL DOCUMENTS FILED
WITH THE ONTARIO LANDLORD AND TENANT BOARD
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